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Mr. Chairman, I appreciate the opportunity to appear before the House 
Foreign Affairs Committee. 

There is probably no statement which more accurately depicts the role of 
American agriculture in the world than to say that the world and U.S. agriculture 
are becoming increasingly interdependent. It is evident in our role as the world's 
leading exporter of agricultural products. It is also readily apparent in the 
value and volume of U.S. farm products moving into world markets. 

For the American farmer, the importance of agricultural trade cannot be 
overstated. One out of every five dollars the American farmer earns comes from 
the sale of U.S. farm products overseas. 

The production from nearly one out of every three acres harvested in this 
country is exported. For U.S. farmers, that tonnage represented three-fifths of 
their wheat, more than half of their soybeans, more than two-fifths of their rice 
and cotton and three-tenths of their corn and tobacco. 

This year, farm exports are expected to reach an estimated $29 billion in 
value. If achieved, it will be the tenth year in a row that the value of our 
agricultural exports have exceeded the previous year's record. Furthermore, 95 
percent of that will be generated from commercial sales--not food aid programs. 

Our national economy has come to rely heavily on an agricultural trade surplus 
to partially offset the nation's trade deficit. This year, that surplus is expected 
to contribute more than $14 billion to our balance of payments. 

It is natural, therefore, that the Department of Agriculture has a strong 
interest in international trade. However, USDA's international role is not limited 


to the sale of our farm products abroad. To maintain and enhance our growing 


agricultural exports, the Department of Agriculture has the responsibility 
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to assess the world food and agriculture situation, conduct trade policy analysis, 
to participate in negotiations, to help moderate the extreme fluctuations in prices 
and to promote world food security--particularly in the developing countries. 

These goals have been sought through our domestic programs--income and price 
supports, agricultural credit and aid programs, the farmer-held grain reserve 
program and quality inspection programs--which have helped boost farm income, helped 
keep our products competitive in world markets, and helped remove instability in 
markets and ensure we remain a dependable supplier of quality food to our domestic 
consumers as well as to the world. 

Through trade policy analysis and our participation in the Multilateral Trade 
Negotiations, we have been working to reduce trade barriers, diminish wide fluc- 
tuations in world prices and enhance the world's ability to meet a food crisis. 

Moreover, through a series of international programs, we are working to 
encourage exports of U.S. farm products. These programs include market development 
and promotion efforts, programs to extend credit to potential customers who other- 
wise might not be able to purchase our farm products, as well as research and human- 
itarian food programs to help feed the world's hungry. 

I am here today to report on the role of U.S. agriculture in the world and 
to describe the role the Department of Agriculture will play in these efforts 
this year. However, I think it would be helpful to review the state of food 
and agriculture on this earth, for it is one of the foremost factors affecting 
our food and agricultural system. 

The World Commodity Situation 

The world is in a substantially better position to feed itself than it has 

been in several years. After four consecutive, record-large harvests occurring 


in most areas of the world, supplies of food are relatively abundant. 


World supplies of food grains--including wheat and rice--are at their highest 
levels in two years and stocks will be higher this summer. With last year's record 
production of feed grains, world feed grains supplies are also up to record levels. 
However, consumption is also at all time highs with the demand for animal feeds 
especially strong. Even so, stocks of grains are rising although as a percent 
of consumption, they are below levels reached in the late 1960's. 

High protein meal and oils, in contrast, are in tighter supply even though 
record production is expected. Prices, however, may ease as oilseed crops in 
the Southern Hemisphere are harvested and enter the markets this spring. 

Global production of roots and tubers for both food and feed purposes increased 
this year and world pulse production is above average. 

Record world meat production is forecast again this year. With the world 
cattle cycle running at about the same point as our own, beef production is declining; 
however, increased pork and poultry production are filling the void left by beef. 
Nonetheless, with higher incomes, growing world population, and government policies 
to encourage increased meat consumption, the world meat supply situation is quite 
tight, especially for beef. 

World dairy supplies are about the same--milk production has increased slightly 
to a new record; however, rising incomes plus higher meat prices are likely to 
encourage a rising world demand for cheese and other dairy products. 

While local diets of fruits and vegetables are largely dependent upon 
domestically-produced types, those moving in international trade are likely to 
be in shorter supply for the next few months, due to poor weather in California. 
Moreover, because of California's lower output of almonds and walnuts, the world 
nut crop may be down. 

World sugar supplies remain large, although production is in slightly better 


proportion to demand than last season. 


World cotton stocks are declining as production is slightly lower and consump- 
tion slightly higher than last season. 

Although world tobacco stocks may have increased over the course of 
last year, the supply-demand situation is about in balance. 

This is the state of agriculture for most of the major commodities moving 
in world trade which will affect trade prospects for our crops. However, there 
are other factors. 

As the world continues its economic expansion, as many nations develop policies 
to improve the diets and nutritional status of their populations, as some developing 
countries continue to watch their growing populations far-exceed their present 
food growing capabilities, and as China enters new markets for food and food-related 
technology, there will be a strong international market for food and agricultural 
products--especially for grains and oilseeds. 

Of course, there may be other factors which could affect this scenario. Higher 
energy costs could cause global economic expansion to slow. Inflation could cut 
more deeply into nations’ buying power. Government policies could greatly increase 
or reduce food consumption patterns. Weather patterns could defy probability 
and give the world its fitth consecutive bumper harvest. Nonetheless, despite all 


these "could's," 


we expect that world agricultural trade will continue to grow and 
the United States will continue to supply a growing proportion of world trade in 
the future. 
U.S. Agriculture and World Trade 

Looking at 1978/79, U.S. agricultural exports are off to a good start despite 
large world crops. There will be record production in the Northern Hemisphere 
and in much of the Southern Hemisphere if favorable weather holds throughout the 


harvest. However, economic growth in major world markets continues to fuel demand 


for food and feed stuffs. 


This pace may slow as Australian and Argentine grains come on the market 
this month and after the Brazilian soybean harvest beginning in March, but as I 
mentioned earlier, we are expecting another export record for the year of around 
$29 billion. Export tonnage may be about the same, but improved prices for some 
commodities are expected to provide the increase in total export value. 

The largest export gains are expected to be to East and Southeast Asia among 
the developing countries and to Japan among the developed. Shipments to the 
Soviet Union which had a record harvest last year, will decline but we expect 
this to be more than offset by increased exports to China and Eastern Europe. 

For this fiscal year, 54 percent of all the wheat and coarse grains being 
traded in the world originated on American farms. This is about the same percentage 
as last year. Seventy percent of the world's soybean and meal exports this year 
are U.S. produced; last year, they comprised about 71 percent. 

In the six marketing years beginning with the "crisis" year of 1972, world 
imports of grains and soybeans averaged an annual 60 million tons above the average 
of the six years preceding 1972. U.S. agriculture supplied 70 percent of those 
additional imports. 

In the same period, U.S. production of wheat, feed grains and soybeans rose 
by 45 million tons and all but 3 million tons of that increase has gone into 
meeting increased export demand. 

However, while there has been a sharp rise in the value of U.S. agricultural 
exports over the past decade and a more gradual increase in volume, other subtle 
transitions have occurred in the sources and composition of foreign demand for 
U.S. farm products. 

o While sales to developed countries account for about 60 percent of all 


U.S. agricultural exports, an increasing share of our commercial agricultural exports 


is going to developing nations and to centrally-planned nations such as the Soviet 


Union, Poland, Romania and Yugoslavia. The centrally-planned countries have doubled 
their share since the 1960's and the developing country proportion has also risen 
substantially. 

o The volume of U.S. wheat shipments to developing countries has increased 
by more than a fourth since the early 1960's, but there has been a shift in the 
mix of commercial sales and concessional sales. Two-thirds of all our wheat 
exports to the developing countries during 1961-65 were under food aid programs, 
compared to one-tenth during 1971-75. 

o This year, concessional sales are expected to account for about 5 percent 
of our total agricultural trade. 

o Food products have continued to account for about half of U.S. agricultural 
exports since the early 1960's, but the composition of the balance has changed 
dramatically. Cotton and tobacco made up a fifth our agricultural exports during 
1960-64, as did feed grains and soybeans. Since then, cotton and tobacco's share 
have dropped 50 percent and the feed grains and soybean shares have nearly doubled. 

o Expansion in exports of feed grains and soybeans accounted for nearly half 
the growth in U.S. farm exports--from about $5 billion in 1960-64 to last year's 
Sebi levon. 

o Expansion in exports for fresh fruits, vegetables and nuts has increased 
about 10 percent in value annually over the past decade. 

o U.S. exports to some markets--particularly, the Soviet Union--have grown 
in importance but have fluctuated tremendously. The USSR bought $16 million worth 
of farm products from the U.S. in 1970, $30 million in 1971, $916 million in 
1973, $300 million in 1974, $1 billion in 1977 and $1.8 billion in 1978. 

We all recall the shocks caused by those extreme changes in purchase levels. 
As the markets faced havoc, American livestock producers and consumers bore the 


economic brunt of the shock waves, paying sharply higher prices for food and feed. 


These changes present U.S. agriculture with a clear challenge: to maintain 
a high volume of exports to our traditional markets; to increase exports to growing 
markets in less developed and centrally-planned areas and to achieve more stable 
export growth so that our producers and consumers will not be whiplashed by world 
economic, political or agricultural events. We learned how essential reserves are 
to us and the rest of the world. 

Given the many factors which affect our agricultural trade, it is necessary 
to have an accurate estimate of world and domestic supply-demand conditions. The 
U.S. Department of Agriculture presently monitors and reports on world food and 
agricultural production, consumption and trade. At present, only one other source 
of such data exists in the world. 

During the coming years, we hope to improve our ability to assess changes in 
supply-demand variables. We have already entered into an arrangement with NOAA 
on a new climate center to more closely monitor world weather patterns. Furthermore, 
through an expanded remote sensing effort, we hope to be able to detect with 
greater accuracy, world crop developments so that we provide an early warning to 
our food and agricultural system. 
Market Development and Promotion 

Several steps have been taken to strengthen our farm exports. 

o The short-term export credit program is funded at $1.565 billion for fiscal 
1979 and $35 million is reserved for the new intermediate credit program. 

o A non-commerical risk assurance program was launched to help U.S. exporters 
do business in developing and centrally-planned countries. We expect this program 


to reduce the need for direct short-term credit loans by fiscal 1980. 


o Last year, the first overseas U.S. agricultural trade office was opened 
in London, and an agricultural attache post was established in the German Democratic 
Republic, a key country in the growing East European market. 

o New USDA market development cooperator offices were opened last year in 
Casablanca to promote U.S. wheat sales and in Tokyo and London to promote U.S. 
meat and other livestock products. Throughout the world, there are now a total 
of 21 grain sales offices alone, representing our cooperators on behalf of U.S. 
growers. 

The FY 1979 budget increase for market development is being used to fund new 
cooperator offices that have been or soon will be opened and to initiate new 
programs in new areas. 

Great Plains Wheat, for example, has closed its office in Caracas and moved 
to Chile and Guatemala, doubling its coverage in Latin America. It has put a man 
in Rotterdam to cover Eastern Europe. Western Wheat has begun to operate out of 
Singapore into Indonesia, Thailand and Malaysia. 

Our poultry cooperator program has opened an office in Hong Kong. The U.S. 
Feed Grains Council has stationed a Middle East marketing specialist in Rome and 


is opening an office in Vienna this month to cover Eastern Europe. 
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Plans have been made to open a cotton market development office in 
Hong Kong in March. 

While expanding the cooperator program, we are working to implement 
provisions of the Trade Act. 

We are giving top priority to action on agricultural trade offices. 
The act authorized at least six and not more than 25 of these offices, which 
will provide one-stop service to foreign buyers and U.S. exports in overseas 
markets. 

We have proposed six office locations for fiscal year 1979, and, if we 
can get approval for additional personnel abroad, and with State Department 


cooperation, we expect to have them operating by the end of the fiscal year. 


The locations are Bahrain, on the Persian Gulf; Singapore, Hamburg, 
Warsaw, Seoul, and a location yet to be determined to cover the Latin Amer- 
ican and Caribbean area. 

When these offices are opened, all the major trading regions will be 
covered except the developing area of North and West Africa. This area is 
included in our preliminary planning for 1980, along with Peking and Moscow. 

We have also asked State Department cooperation in designating agri- 
cultural attaches assigned to important posts abroad as agricultural counselors, 
which is authorized by the Trade Act. 

This will put them on a more equal footing in dealing with host country 
governments, buying agencies and others in foreign agricultural matters. The 
Act mandates at least 10 such designations within three years. However, it 
was the intent of Congress that this be done within one year, and we have 
identified additional posts where this would be of most benefit to U.S. 


agriculture, asking State Department action as soon a possible. 


fay 
Other provisions of the 1978 Trade Act include three-to-ten year inter- 
mediate credit provisions to be implemented this year. Under some circumstances, 
grain requirements to meet international reserve stock obligations and breeding 
stock exports can now be financed for up to 10 years. The first intermediate 


credit regulations, for livestock, should be announced soon, so that this pro- 
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ive aperoach to additivunal export sales can get underway. 


The required reporting program on export commodity sales has undergone sub- 
stantial review in accordance with requirments of the Trade Act. The Export Sales 
Reporting Advisory Committee has its final meeting this week. A report to Con- 
gress will be forwarded soon. 

Trade with China 

The new relationship with China has definitely added a new dimension to the 
market development work of the Department. Even before full recognition, China 
had returned to the U.S. market for important quantities of U.S. grain and cotton. 
Now it appears that China may purchase 5 to 6 million metric tons of grain annually 
as well as other products. 

Diplomatic recognition has opened the way to export expansion activities that 
were not possible before and we intend to take full advantage of this opportunity. 

The Agricultural Trade Act of 1978 authorized the Department of Agri- 
culture to make CCC credit available to China for up to three years. Thus far, 
the Chinese have not raised the question of CCC credit for purchases of agricul- 
tural products with us. In any event, such a need would be extremely difficult 
to meet this fiscal year because of the demand for CCC credit and our tentative 
prior commitments. 

We are organizing in the Department a Working Group on Agricultural Cooper- 
ation and Trade with China to coordinate technical and other exchanges and mar- 
keting activities. An agricultural team lead by Assistant Secretary Dale Hathaway 


to China in March will be the first step in this expanded market development. 
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The team will discuss technical training, equipment, commodity and other 
Chinese requisites for modernizing their agriculture. As now planned, the 
group will represent cooperators in U.S. feed grains, soybeans, wheat, the 
rendering industry, seed trade, livestock breeds, and California fruit. 

Turning to our relations with the People on Taiwan, we have been ap- 
proached by the major importers of agricultural commodities in that im- 
portant market. I have given them my personal assurance that we will 
not take action that interferes with their ability to purchase U.S. agri- 
cultural commodities. Assistant Secretary Hathaway has met with repre- 
sentatives of their importer groups and further discussed their concerns. 
Kelly Harrison, our General Sales Manager, recently visited Taiwan to 
meet with the private importers and assure tham of our strong interest 
in continuing to be significant suppliers of agricultural products to 


that market. 


We are participating in the formation of the American Insitutue in Taiwan, 
the vehicle for maintaining unofficial relations with the people of Taiwan. As 
provided in the President's memorandum of December 30, Congress will be asked to 
approve legislation authorizing the funding of this American institute. The 
legislation would also confirm the Institute's authority to act in a wide range 
of areas, now that there will no longer be an American Embassy. 

The American Institute in Taiwan has headquarters in Washington and field 
offices in Taiwan. It will provide all the commercial and other services previous- 
ly provided through the official channels to U.S. and Taiwan business people. It 
is our expectation that we will have an agricultural officer as a part of the 
staff of the American Institute in Taiwan and will continue to support the cooper- 


ator programs which are significant to the building and maintenance of our markets. 
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Already, U.S. farm product sales to Taiwan have climbed to $729 million 
in fiscal 1978. This has been a phenomenal growth market for U.S. agriculture in 
the last few years, and we expect that our changed relations in that part of the 
world will not alter that growth. We look forward to a time, not far from now, 
when Taiwan will be among the billion dollar markets for U.S. agriculture. 
The Multilateral Trade Negotiations 
Another factor bearing on the agricultural export future as we enter 1979 
is the imminent conclusion of the Multilateral Trade Negotiations and the 
status of neogtiations toward new international arrangements. 
The purpose of the multilateral negotiations was to reverse the 
trend toward protectionism that has been evident for perhaps 15 years. 
We in agriculture are pleased with the emphasis that the Administration 
has given to agriculture in these negotiations. Because of this, negotiations 
in the area of market access for agriculture have been largely completed 
with all the developed countries. It is likely that negotiations with 
a number of developing countries will be completed within a week or two. 
The agreements with the developed countries represent trade 
offers on about $3 billion in U.S. agricultural exports, 
benefitting perhaps 150 U.S. farm products. Offers from our two leading 
trading partners-~-the European Community and Japan--make up the largest 
share of the gains. The Japanese have made offers covering agricultural 
exports worth about $1.5 billion, including citrus, beef and soybeans. 
EC offers cover about $/00 million in U.S. exports of beef, poultry, 
tobacco, rice and fruit products. 
For these gains, we of course had to make some offers ourselves, 
and they touch some sensitive areas. But they are relatively modest, and 


the result will be an overall substantial benefit for agricultural trade. 
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The Geneva package will include several international codes that 
have been negotiated to bring some discipline to the use of nontariff 
devices that disrupt international trade. Very important to agriculture 
is the code on subsidies. We believe that the proposed subsidy code 
will avoid potentially disruptive trade practices in our own and third 
country markets. 

The President has notified the Congressional leadership that a 
successful conclusion of the negotiations is in sight. Members of the 
public agricultural policy and technical advisory committees have met in 
Washington to assess the negotiating results prior to preparing committee 
reports on the outcome of the negotiations. 

We will be working with the Congress in this process, and when the 
final legal agreements have been signed in Geneva, they will be submitted 
to Congress for approval and for passage of whatever implementing legis- 
lation is needed. 

Parallel to the multilateral trade negotiations, we have been nego- 
tiating toward a new international arrangement in grains. Over many months, 
these negotiations have succeeded in narrowing the scope of our differences 
with our trading partners and other wheat exporting nations. Our initial 
disagreements have been eliminated, one by one, until the final differences 
now come down to four areas: 

First, the total size of the reserve stocks to be shared by the partici- 
pating countries. 

Second, each country's individual share of the total reserve stock. 

Third, the price level which would release stocks from the reserve into 
the market. 


And fourth, an adequate sized food aid program. 
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That was the situation two weeks ago when the U.S. team went back to 
Geneva, after a recess, to complete the final three weeks of negotiations. 
We were optimistic that we could reach agreement on the outstanding issues 
and that we would have a wheat trade agreement ready for submission to the 
Congress when the overall MIN package is ready to go. 

Now, with only this week remaining in that three-week session, I must 
say that the outlook is not as optimistic as it was just a few days ago. 
There simply has not been substantial progress on clearing away these four 


points which remain in dispute. 


One of these issues is the range of prices for acquisition and release 
of reserve stocks. It would do no good to agree to a price band which does 
not recognize farmers' production costs. 

Another issue is the size of the reserve. The United States holds to 
the provision of a total stock of 25-30 million metric tons, with the United 
States carrying 5 million tons of that. Others have suggested a reserve half 
that size. 

Most of the affected countries agree with us, but not all. Our efforts 
this week will be focused on resolution of these difficult issues. We main- 
tain strong hopes that they can be resolved. But we must face the pos- 
sibility that these ngotiations will recess without the complete success 
that we have sought. 

In that event, we will have to consider other courses. Most countries 
recognize that cooperation in international wheat marketing is desirable and 
necessary. Thus, in the event that an international agreement of the type 
now being sought is not obtainable, we would pursue further cooperative ef- 


forts with other major wheat trading countries. 
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As I said, we are still trying to complete a satisfactory international 
grains arrangement. We recognize that a negotiation, by definition, consists 
of give and take, and I believe we have been reasonable and flexible. 

But we are not willing to return to chaos in world grain markets. We 
are not willing to do nothing. If an impasse in the current negotiations proves 
impossible to resolve, we will pursue other options to liberalize trade and 
restore its stability. 

We will be working with the Congress in the process$ The final MIN 
and International Wheat Agreement--assuming one can sucessfully be concluded-- 
will be submitted to the Congress for approval. We will make legislative proposals 
to implement both commercial trade and food aid commitments contained in these 
agreements. 
Other Initiatives 

To help bring order to world sugar prices, meet our international commit- 
ments and help protect our domestic producers, we will seek legislation to ratify 
the International Sugar Agreement. We are presently in the process of working with 
sweetener, labor and consumer interests to develop a domestic policy compatible 
with our international obligations. 
Food Aid and Development 

Earlier, I mentioned that while sales to developed countries still account 
for most of our agricultural exports, an increasing share of our commercial exports 
is going to developing countries and the centrally-planned ones. Historically 
we have seen that as developing countries move up the economic scales, they poten- 
tially become better customers for U.S. farm products. Taiwan, Brazil and Korea 
are other examples of food aid recipients which have become larger purchasers of 


U.S. products. It therefore, is in our own best interest to promote economic growth 


in the developing countries. 
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One such program is the P.L. 480--or Food for Peace-—-program. Since its 
inception in 1954, P.L. 480 aid has been extended to virtually all non-communist 
countries. About 80 percent of the cumulative value of these concessional shipments 
has gone to developing countries, with the remainder going to European nations 
and Japan in the early years of the program. 

This year, we will provide in excess of $1.4 billion to provide nearly 6.9 
million tons of commodities under P.L. 480. We propose a program of about the 
same magnitude for 1980. 

Development programs are a new aspect under P.L. 480. Under "Title III" 
provisions, P.L. 480 commodities can be sold in the recipient country--just as 
occurs in other concessional sales programs. However, any receipts from sales 
which go for agricultural or rural development, nutrition, health services or 
population planning programs, are offset against repayment obligations. 

Last year, this program was new enough that only two countries participated. 
This year, it will be expanded in funds and in participating countries. Next 
year, an even larger percentage and larger quantity of P.L. 480 funds will go 
for "Food for Development" programs. It provides another means to encourage 
measures which may put an end to world hunger. 

Donations and our disaster relief programs are also a part of P.L. 480. 
USDA jointly administers this aspect of our humanitarian program with the Agency 
for International Development, while non-profit agencies usually handle the 
actual distribution of food in the countries where it will feed hungry people. 
Nearly 70 countries will benefit from this food aid from the United States this 
year, receiving assistance worth a total of $539 million for 1.57 million tons 
of commodities this fiscal year. We propose a budget of $566 million for fiscal 


year 1980. 
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Besides providing food and development aid through P.L. 480, other initiatives 
have been taken to promote world food security. The President's Commission on 
World Hunger with its goal of tracing the causes of world hunger and making 
recommendations to alleviate it is another example. 

Under the legislative mandate of the Food and Agriculture Act of 1977, 
the Department of Agriculture is playing an increasing role to alleviate hunger. 
These efforts are being initiated through expanded technical assistance and training 
to assist developing countries and cooperative scientific exchanges designed to 
expand and exchange technology and skills. 

Right now we have more than 700 skilled agriculturalists at work in Africa, 
Latin America, Asia and the Middle East providing technical assistance to foreign 
governments, private firms, farmer organizations and international organizations. 
Others provide instruction to foreign agriculturalists and leaders in order to 
improve their abilities to develop and administer agricultural programs in 
their own countries. 

In response to the need for new skills by officials in developing countries, 
USDA provides training programs. Last year about 1,700 foreign participants received 
training in agricultural and related disciplines. Coordinated by the Department's 
Office of International Cooperation and Development, the task of completing this 
training is accomplished by a wide network of agricultural resources including 
the land-grant universities, other Federal agencies, individual state departments 
of agriculture, agricultural cooperatives and private agribusiness firms. 

A part of this effort was formalized last week as the United States and 
China signed an agreement on cooperation in Science and Technology. This agreement 
puts this type of cooperation into an official context more in keeping with the 


normalization of relations between the two nations. It notes that: 
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"Cooperation under this Agreement may be undertaken in the fields of agri- 
culture, energy, space, health, environment, earth sciences, engineering and 
other such areas of science and technology and their management as may be mutually 
agreed, as well as educational and scholarly exchange." 

It is likely that more specific agreements covering agricultural exchanges 
will be developed within the framework of the overall science and technology 
agreement. 

China and many other countries look to the United States because of 
our technical superiority. They look to the United States because of our 
dominant position in international trade and in the production of major 
farm commodities. 

These facts have a bearing on the realities of world politics. They help 
confirm a suspicion I have held--that the U.S. farmer's efficiency and productivity 
have helped lower political barriers to the point where most of the world's 


peoples are at least communicating. 
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